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L. INTRODUCTION

The California Center for Sustainable Energy (CCSE), formerly known as the San Diego
Regional Energy Office (SDREO), appreciates the opportunity to offer these reply comments
regarding the Opinion Denying Petition by FuelCell Energy to Modify Decision 04-12-045 (Proposed
Decision). We admire the Commission’s incisive and constructively critical analysis of FuelCell
Energy’s (FCE’s) Petition for Modification of Decision 04-12-045 (Petition for Modification); it is clear
that the Commission’s goals are both to meet the Self-Generation Incentive Program’s (SGIP’s) goal of
transforming markets for clean distributed generation and to ensure the most effective use of

ratepayer funds. CCSE very much shares these goals.

In our response! to the Petition for Modification, we stated our support for an increase of the
SGIP incentive cap from 1 MW to 3 MW, with the caveat that an increase should only be permitted for
technologies identified as renewable under the SGIP. The Proposed Decision would deny FCE’s

Petition for Modification, and CCSE provides the following reply comments in response:

1 Response of the California Center for Sustainable Enerqy to FuelCell Energy’s Petition for Modification of Decision
04-12-045, August 24, 2007.
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e CCSE supports FCE’s proposal to limit the application of the increased incentive cap to

renewable projects;
e Oversubscription of available incentive funding is preferable to undersubscription;

¢ Rollover of incentive funds from previous program years and cancelled projects has
resulted in a greater incentive budget capable of absorbing the initial surge of projects

greater than IMW;

e CCSE supports a tiered incentive structure to prevent monopolization of program funds

by only a few larger system customers; and

e Providing incentives for customers wishing to install larger systems can benefit the

projects, the market, the environment, and the ratepayers.

IL. CCSE SUPPORTS FCE’S PROPOSAL TO LIMIT THE APPLICATION OF THE
INCREASED INCENTIVE CAP TO RENEWABLE PROJECTS.

We support FCE'’s proposal to limit the application of the increased incentive cap to renewable
projects. As detailed in Table 1-8 of the SGIP Sixth Year Impacts report, the technologies that provide
the most benefit offsetting greenhouse gases (GHGs) per MWh of electricity production are renewable
technologies, including wind, solar, and renewable-fueled CHP. We note that wind energy projects
have experienced difficulty in the prescribed capacity range and thus, could also benefit from the
increased incentive cap to stimulate projects greater than IMW that would otherwise be limited to

1MW due to the current Net Metering limitations.

III. OVERSUBSCRIPTION OF AVAILABLE INCENTIVE FUNDING IS PREFERABLE TO
UNDERSUBSCRIPTION.

A successful incentive program is one that stimulates the growth of the focus market by
maintaining a balance between market development and the incentive rate such that the available
incentive funding is fully utilized, if not oversubscribed. Funds that sit unreserved are funds that are

not helping the market expand. Funds that sit unreserved may indicate a number of shortcomings in
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the eligible technology market, the incentive rates, and/or programmatic execution. We echo PG&E’s
assessment of renewable fuel cell participation thus far as anemic, and furthermore, we agree with

PG&E and FCE that there is a need to improve the market stimulus for that technology .

IV. ROLLOVER OF INCENTIVE FUNDS FROM PREVIOUS PROGRAM YEARS AND
CANCELLED PROJECTS HAS RESULTED IN A GREATER INCENTIVE BUDGET CAPABLE OF
ABSORBING THE INITIAL SURGE OF PROJECTS GREATER THAN 1IMW.

The rollover of incentive funds from previous program years as well as cancelled projects has
resulted in a greater incentive budget that we believe is capable of absorbing the initial surge of
projects greater than IMW. As per our Budget Status Report posted on January 16, 2008, we have
approximately $14.5 million available in addition to the $9.9 million incentive budget for 2008
recently approved by the Commission.> Concurrently, the breadth of technologies eligible to receive
incentives through the SGIP was recently reduced to only wind and fuel cells.* Together, these
technologies account for approximately $21.1 million of $506.7 million, or just 4% of the incentives the
SGIP has paid to program participants statewide. By the same measure, completed fuel cells and
wind represent 8.9MW of 278.1IMW, or 3.2% of installed statewide capacity that has received an
incentive. Thus, given the currently available incentive budget coupled with the new limitation of
eligible technologies to wind and fuel cells, the incentive budget should be able to absorb the initial

surge of projects greater than IMW.

2 Opening Comments of Pacific Gas and Electric Company on the Proposed Decision of President Peevey Denying
FuelCell Energy’s Petition to Modify Decision 04-12-045 regarding Self Generation Incentive Program Cap, February 4,
2008, page 2.

3 Decision 08-01-029, Opinion Adopting Self Generation Incentive Program Budget for 2008, February 1, 2008.

4 Beginning January 1, 2008, program eligibility for SGIP incentives is limited to qualifying wind and fuel

cell distributed generation (DG) technologies, as per Assembly Bill (AB) 2778.
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V. CCSE SUPPORTS A TIERED INCENTIVE STRUCTURE TO PREVENT
MONOPOLIZATION OF PROGRAM FUNDS BY ONLY A FEW LARGER SYSTEM
CUSTOMERS.

We reiterate our support of a tiered incentive structure to prevent monopolization of program
funds by only a few large system customers. Likewise, PG&E and FCE have each proposed a tiered
incentive structure. We note that FCE’s proposed rates are similar to those contained in our response
to FCE’s Petition for Modification®, wherein we described a tiered incentive structure based on the

capacity of the generation system. We proposed to structure the rates as follows:

Capacity Incentive Rate
0-1MW 100%
1MW-2MW 50%
2MW-3MW 25%

Based on our evaluation in the section to follow, we support FCE’s incentive tier structure.
However, we note that CCSE'’s structure is more conservative and would stretch the incentive

funding even further.

VI PROVIDING INCENTIVES FOR CUSTOMERS WISHING TO INSTALL LARGER
SYSTEMS CAN BENEFIT THE PROJECTS, THE MARKET, THE ENVIRONMENT, AND THE
RATEPAYERS.

Providing incentives for customers wishing to install larger systems will provide for the
installation of more MW for fewer incentive dollars. This can benefit the projects, the market, the
environment, and the ratepayers. As PG&E stated in their opening comments, with the current

structure, SMW of renewable fuel cell projects corresponds to incentive payments totaling $13.5

5 Response of the California Center for Sustainable Energy to FuelCell Energy’s Petition for Modification of Decision
04-12-045, August 24, 2007, pages 5-6.
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million.® Utilizing our recently approved 2008 SGIP incentive budget of $9.9 million, we could
currently provide incentives for a minimum of three projects for a total of 2.2MW of renewable fuel

cells, i.e., two IMW projects and one 200kW project.

Based on FCE'’s tiered structure, we could provide incentives for a minimum of two projects
for a total of 3.3MW of renewable fuel cells, i.e., one 3BMW project and one 300kW project. FCE’s
proposed tiered structure would allow for an additional 1.1MW of renewable-fueled energy that
would offset approximately 1.49 tons of equivalent CO2 per MWh of energy produced.” Moreover,
Table 5-3 of the SGIP Sixth Year Impacts Report describes an annual capacity factor of 38% for
renewable-fueled energy based on participating SGIP fuel cell projects, equating to 5,456 tons of

equivalent CO2 offset, for no additional incentive outlay.

Finally, utilizing FCE’s proposed tiered structure, CCSE’s current $23.4 million incentive
budget could effectively cover a minimum of four projects for a total of 8.6MW of renewable-fueled
projects, i.e., two 3MW projects, one 2.4MW project, and one 0.2MW project. By comparison, using
the current incentive structure capped at IMW, the same budget would install a minimum of five
projects for a total of 5.4MW of renewable-fueled projects, i.e., five IMW projects and one 0.4AMW
project. Clearly, creating a tiered incentive improves the value of the MW for which the SGIP

provides incentives, while only marginally impacting the number of projects installed.
11
111
11
11

6 Opening Comments of Pacific Gas and Electric Company on the Proposed Decision of President Peevey Denying
FuelCell Energy’s Petition to Modify Decision 04-12-045 Regarding Self Generation Incentive Program Cap, February 4,
2008, page 3.

7 See Table 1-8 of the SGIP Sixth Year Impacts Report.
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VII. CONCLUSION

CCSE very much appreciates the opportunity to provide these reply comments in response to

the Proposed Decision.

pro o=
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served a copy of these reply comments regarding the Opinion
Denying Petition by FuelCell Energy to Modify Decision 04-12-045 on all known parties of record in this

proceeding by delivering a copy via email to the current service list.

Executed on February 11, 2008 in San Diego, CA.

Andrew McAllister

Director of Programs

California Center for Sustainable Energy
8690 Balboa Ave., Suite 100

San Diego, CA 92123

Tel: (858) 244-7282

Fax: (858) 244-1178
andrew.mcallister@energycenter.org
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